Hu, Luojia (1-NW-EC) Estimation of a censored dynamic panel data model. Econometrica 70 (2002), no. 6, 2499-2517. Panel data models have a long history in econometric and have become increasingly popular in empirical economic over the past two decades. Panel data expand our opportunities to study more complex economic relationships by, for example, allowing for individual heterogeneity and dynamic feedback. These goals are often achieved by including in the model individual specific effects and lagged dependent variables. These two features of the dynamic panel data model, however, often create difficulties in estimation. This paper makes a contribution to the literature on the estimation of nonlinear dynamic panel data models. Specifically, a method for estimating a censored dynamic panel data model with individual fixed effects and lagged latent dependent variables, is proposed. Censoring destroys a certain symmetry between the latent variables. It is shown in this paper that one can artificially truncate the observations in such a way that the symmetry is restored.
